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Labor-manage¬ 
ment  conflict  is 
rooted  and  reflected  in  his¬ 
tory,  tradition,  law,  organi¬ 
zation  structures,  and  the 
respective  cultures  of  labor 
and  management.  The 
conflict  is  played  out  on  a 
daily  basis  in  the  grievance 
hearings,  disciplinary 
meetings,  and  negotiations 
which  are  the  focus  of  most 
activity  involving  manage¬ 
ment  and  union  leadership.1 

Real  differences  ot  interest  and  of  rights  continue  to  be 
the  dominant  features  of  labor-management  relations. 
Since  the  early  1970s,  however,  more  and  more  organiza¬ 
tions  and  their  unions  have  faced  the  pressures  of  in¬ 
creased  competition,  deregulation,  and  changing  public 
demands.  At  the  same  time,  they  have  had  to  respond  to 
changing  employee  expectations  about  being  informed, 
consulted,  and  involved  in  decisions  at  work.  Technologi¬ 
cal  change,  new  government  regulations,  changing 
employee  demographics,  and  a  more  fluid  and  unpredict¬ 
able  environment  have  placed  considerable  stress  on  both 
labor  and  management. 

The  need  to  respond  in  a  manner  consistent  with  the 
interests  of  employees,  unions,  shareholders,  customers, 
and  the  public  has  produced  widespread  interest  in  new 
forms  of  leadership,  in  employee  involvement,  in  team 
structures,  and  in  concepts  of  quality  products  and  service. 
These  developments  have  also  raised  questions  for 
management  and  union  leaders  concerning  their  relation¬ 
ship.  Should  traditional  adversarial  labor  relations  give 
way  to  something  which  is  more  cooperative?  Are  the  old 
methods  now  inappropriate?  Are  they  even  damaging  the 
very  interests  they  were  supposed  to  protect? 

In  some  quarters,  the  answer  to  these  questions  is  a 
resounding  “no.”  Some  union  leaders  continue  to  advocate 
adversarial  labor  relations  as  both  a  practical  and  a  philo¬ 


sophical  principle.2  There  are  vocal  critics  of  the  team 
concept  and  of  QWL  programs.3  Recent  research  indicates 
that  unions  are  not  always  interested  in  extended  involve¬ 
ment  in  managerial  decisionmaking.4  Moreover,  doubts 
abound  as  to  the  legality  of  collaborative  strategies.5  Not 
only  are  there  questions  concerning  exclusive  jurisdiction, 
but  professional  employees  who  participate  in  manage¬ 
ment  decisionmaking  may  unintentionally  change  their 
status  under  the  National  Labor  Relations  Act.6 

Despite  such  issues,  many  union  and  management 
leaders  have  come  to  the  conclusion  that  the  traditional 
forms  and  assumptions  of  adversarial  labor  relations  are  a 
luxury  they  can  no  longer  afford.  Whether  the  motive  is 
economic  survival,  responsiveness  to  public  pressure,  the 
desire  to  find  a  better  way,  or  simply  battle  fatigue,  a  major 
change  has  been  under  way. 

COMPONENTS  OF 
THE  NEW  APPROACH 

The  nature  and  extent  of  these  changes  have  been  so 
extensive  that  many  observers  have  talked  of  a  transforma¬ 
tion  of  labor  relations  in  the  United  States.7  There  is  now 
an  extensive  body  of  related  literature  which  describes  the 
general  principles  and  “how  to”  of  the  new  approaches.8 
Some  accounts  focus  on  specific  examples  of  innovative 
practice  such  as  New  United  Motor  Manufacturing  and  the 
Xerox  Corporation.9 

In  reviewing  the  new  approaches,  it  helps  to  think  of 
labor-management  relationships  as  taking  place  at  three 
different  levels.10  The  new  approaches  in  today’s  labor- 
management  relations  are  found  at  each  of  these  levels: 

Strategic:  The  level  at  which  strategic  decisions  are 
made  concerning  such  issues  as  product  strategies, 
research  and  development,  location,  subcontracting 
policies,  large-scale  equipment  purchases  and  techno¬ 
logical  change. 

Copyright  1989,  J.R.  Abbott. 

All  rights  reserved. 


NEW 

APPROACHES 

TO 

COLLECTIVE 

BARGAINING 

AND 

WORKPLACE 

RELATIONS: 

DO  THEY 
WORK? 

by 

Jan  Abbott 
Ross  Consulting 
Group 

1990 


1 


Collective  Bargaining:  The  level  at  which  representa¬ 
tives  of  management  and  unions  negotiate  legally 
binding  agreements  for  wages,  working  conditions  and 
terms  of  employment. 

Workplace  Relations:  The  level  at  which  managers  and 
employees  produce  goods  or  services. 

1 .  Strategic  Level 

Traditionally,  this  level  of  decisionmaking  has  been 
reserved  to  management.  This  has  long  been  enshrined  in 
the  management’s  rights  clauses  of  collective  agreements. 
Historically,  and  despite  ideological  commitments  to 
industrial  democracy,  unions  have  accepted  their  exclu¬ 
sion  from  strategic  areas  of  decisionmaking  and  have 
focused  on  bargaining  for  improved  wages  and  working 
conditions.  When  Gompers  demanded  “more!,”  he  meant 
more  money,  not  more  control  over  managerial  decision¬ 
making. 

The  new  approaches  seek  the  active  involvement  of 
unions  in  strategic  decisionmaking.  Changes  have 
included  well-known  experiments  in  electing  worker 
representatives  to  the  board  of  directors  (for  example,  at 
Pan  Am  and  Chrysler  Corporation)  and  the  formation  of 
many  area,  industry,  or  corporate  level  labor-management 
committees.  Classically,  these  committees  are  established 
to  encourage  joint  communication,  consultation,  and 
problem  solving  in  strategic  areas.  Even  when  no  formal 
arrangements  are  made,  some  management  and  union 
leaders  have  greatly  increased  the  level  of  informal  com¬ 
munication  and  consultation  between  them.  However,  for 
political  reasons,  such  practice  is  not  necessarily  publi¬ 
cized  or  widely  known. 

Employee  ownership  which  extends  to  organizational 
decisionmaking,  also  falls  in  this  category  of  change. 

2.  Collective  Bargaining 

The  process  of  collective  bargaining  has  traditionally 
been  at  center  stage  of  the  adversarial  tradition.  In 
relationships  which  are  truly  adversarial,  each  party  has 
operated  on  the  assumption  that  gains  to  one  side  must  be 
achieved  at  the  expense  of  the  other.  Another  powerful 
assumption  has  been  that  each  must  seek  detailed 
protection  against  every  negative  act  that  might  conceiva¬ 
bly  be  committed  by  the  other  during  the  life  of  the 
contract.  A  third  assumption  has  been  that  the  process 
must  be  seen  to  be  adversarial  in  order  to  satisfy  the 
parties’  political  constituencies.  In  the  new  approaches, 
change  has  affected  both  the  process  and  content  of 
collective  bargaining. 


On  the  process  side,  the  adoption  of  “win-win”  bar¬ 
gaining  has  been  an  important  change  in  many  relation¬ 
ships.  The  approach  calls  for  both  parties  to  assume  that 
they  share  common  problems  and  that  solutions  can  be 
found  that  "benefit  both  parties,  or  at  least  (that)  the  gains 
of  one  party  do  not  represent  equal  sacrifices  by  the 
other.”11 

The  basic  principle  is  that  the  parties  should  seek  solu¬ 
tions  that  meet  their  interests,  rather  than  try  each  other’s 
strength  in  competition  to  win  positions.  This  is  an 
approach  which  requires  a  much  greater  degree  of  com¬ 
munication  and  consultation  than  traditional  collective 
bargaining  and  relies  on  consensus-building  techniques 
rather  than  bartering  or  trials  of  strength.  However,  many 
large  companies  and  their  unions  in  the  private  sector 
have  adopted  these  techniques  and  they  are  attracting 
increasing  interest  in  the  public  sector.12 

On  the  content  side,  many  changes  have  taken  place 
including  a  willingness  to  work  from  general  principles 
rather  than  negotiate  detailed  contingencies.  Other 
changes  have  included  new  forms  of  economic  participa¬ 
tion  in  ownership  of  the  enterprise,  increasing  adoption  of 
gain-sharing  or  productivity-based  payment  systems,  and 
a  willingness  to  reopen  negotiations  on  a  broader  range  of 
issues  than  traditionally  available.13  In  some  cases,  the 
parties  have  negotiated  economic  or  process  frameworks 
at  the  bargaining  table,  and  then  left  details  to  joint  com¬ 
mittees  which  operate  on  a  continuing  basis  during  the  life 
of  the  contract.14 

3.  Workplace  Relations 

Whether  the  setting  is  a  factory,  school,  or  office,  the 
traditional  workplace  relationship  has  been  one  where 
management  makes  the  decisions  and  unions  enforce  the 
contract.  For  unions,  this  focus  on  “policing”  manage¬ 
ment  has  produced  an  essentially  reactive  role,  which 
relies  on  "stop”  power  rather  than  "go”  power.  This  in 
turn  has  reinforced  and  institutionalized  an  attitude  in 
management  that  is  defensive  and  control-oriented,  and 
which  believes  that  effective  decisionmaking  happens 
despite  the  unions  rather  than  because  of  them. 

At  the  workplace  level  there  have  been  two  major  areas 
of  change.  The  first  is  in  the  relationship  between  local 
management  and  union  leadership  in  the  overall  opera¬ 
tion  of  the  workplace.  One  common  practice  has  been  to 
establish  Labor-Management  Committees.  Some  are  set 
up  to  deal  with  specific  issues  such  as  subcontracting 
decisions  or  the  layout  of  new  facilities.  Others  have  a 
more  general  communication,  consultation,  and  problem¬ 
solving  orientation.  Some  are  responsible  for  the 
development  and  supervision  of  QWL  efforts  and 
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employee  involvement  activities.  Another  feature  of 
change  at  the  workplace  level  has  been  the  extension  of 
mediation  and  factfinding  techniques  to  grievance 
processing. 

The  second  and  perhaps  largest  area  of  change  has 
been  in  the  adoption  of  QWL,  quality,  and  productivity 
improvement  programs.  The  umbrella  term  “QWL”  has 
been  defined  as  change  sponsored  by  unions  and  manage¬ 
ment  jointly  “to  increase  productivity  and  improve 
employee  well-being  by  changing  the  management 
system.”15 

Typical  QWL  processes  include: 

J  Job  design  and  job  enrichment,  by  a  process  which 
involves  employees  in  designing  the  new  job  structures 
and  methods. 

□  Quality  circles  and  problem-solving  groups,  usually 
composed  of  employees  and  their  supervisors.  These 
groups  focus  on  problems  in  the  work  area  and  are 
trained  in  problem  solving  and  job  improvement  tech¬ 
niques.  This  approach  has  been  used  in  many  compa¬ 
nies.  A  1987  survey  by  the  US  General  Accounting 
Office  of  476  large  organizations  found  that  70%  of 
them  had  installed  quality  circles  and  problem-solving 
groups.  Many  government  and  public  agency  employ¬ 
ees  have  introduced  such  systems,  for  example,  the  US 
Post  Office  and  the  New  York  City  Sanitation  Depart¬ 
ment. 

□  “Team-concept,”  in  which  employees  are  organized  into 
small  groups  and  are  responsible  for  completing  a 
cluster  of  tasks.  Usually,  employees  are  trained  in  all 
the  jobs  belonging  to  the  team  and  rotate  through  them 
regardless  of  seniority.  The  work-team  approach  has 
been  adopted  by  Boeing,  Caterpillar,  Champion 
International,  Cummins  Engine,  Ford,  GE,  GM,  and  LTV 
Steel  among  others.  It  has  also  been  introduced  in 
clerical  environments  especially  banks,  insurance  firms, 
and  other  financial  services  companies.16 

j  Semi-autonomous  work  groups  in  which  employees  are 
responsible  for  task  management  as  well  as  task 
performance.  In  some  senses  such  work  groups  are  a 
natural  evolution  of  the  team  approach,  especially  when 
team  concept  has  been  accompanied  by  extensive 
training  in  problem  solving,  quality,  group  dynamics, 
and  engineering  method. 


DO  THE  NEW  APPROACHES 
WORK? 


It  is  important  to  note  that  although  these  approaches 
may  be  new  to  today’s  leadership,  they  are  not  all  new  to 
the  American  labor  relations  system.  For  example, 
employee  ownership  and  producer  cooperative  arrange¬ 
ments  in  the  United  States  date  back  to  the  late  18th 
century.  In  the  1870s  the  Knights  of  Labor  organization 
was  a  strong  advocate  of  such  arrangements  -  even 
though  they  rarely  lasted  more  than  a  few  years.  The 
history  of  American  labor  relations  is  also  full  of  examples 
of  cooperation  and  joint  problem  solving  in  labor-manage¬ 
ment  committees.  These  were  usually  set  up  in  response  to 
a  crisis  or  during  war-time.  Again,  however,  such  efforts 
did  not  last  very  long.  Once  the  crisis  was  resolved  the 
parties  reverted  to  their  previous  practices.17 

In  today’s  environment,  whether  the  new  approaches 
work  or  not  depends  on  two  factors: 

a)  the  capability  of  the  new  approaches  to  achieve  shared 
goals  without  undermining  either  party’s  ability  to 
achieve  other  goals  or  to  protect  traditional  rights  and 
practices. 

b)  the  ability  of  the  parties  actually  to  implement  the  new 
approaches  once  they  have  decided  to  adopt  them. 

So  far  as  (a)  is  concerned,  the  parties  themselves  make 
their  own  decisions  -  and  often  do  so  with  trepidation. 
Management  fears  loss  of  control,  slower  decision¬ 
making,  and  reduced  productivity.  Unions  fear  loss  of 
independent  authority,  co-optation  to  “management’s 
agenda”  and  the  defection  of  members  as  a  result.  The 
parties  have  to  overcome  decades  of  conditioning. 

For  example,  if  the  parties  are  considering  the  introduc¬ 
tion  of  employee  involvement,  they  are  considering  a 
change  which  challenges  three  of  the  most  basic  assump¬ 
tions  underlying  traditional  labor  relations: 

a)  Jobs  are  divided  into  doing  jobs  and  thinking  jobs 
(Taylor). 

b)  Doing  and  thinking  jobs  are  assigned  to  different 
classes  of  people.  This  division  affects  their  right  to 
organize  in  unions  (National  Labor  Relations  Act). 

c)  Union  ability  successfully  to  represent  employees  in 
collective  bargaining  and  grievances  is  purchased  at  the 
cost  of  a  quit-claim  on  management  decisionmaking 
(management’s  rights  clauses). 


3 


The  concepts  of  employee  involvement  run  counter  to 
each  of  these  assumptions.  Employees  are  asked  to 
contribute  their  ideas  and  to  become  thinkers  as  well  as 
doers.  The  boundaries  between  management  and  non- 
management  classes  become  blurred.  Unions  ultimately 
become  involved  in  governing  the  enterprise,  including 
having  a  role  in  decisions  which  have  previously  been 
management’s  sole  prerogative. 

Deciding  to  adopt  new  approaches  thus  requires  a 
careful  assessment  of  the  pros  and  cons  of  the  various 
options.  The  actual  goals  of  the  parties;  their  economic, 
market,  or  political  situation;  the  internal  politics  of  both 
management  and  union;  the  history  of  the  relationship;  the 
level  of  trust  between  key  people;  the  importance  of  other 
goals;  timing;  and  the  availability  of  supporting  resources, 
are  among  the  factors  which  have  to  be  assessed. 

Although  there  is  no  formula  to  guide  the  parties  in  their 
decisions  about  change,  there  is  somewhat  more  guidance 
when  it  comes  to  developing  the  ability  to  implement  new 
approaches.  The  literature  provides  much  information 
about  conditions  and  principles  which  favor  success.  In 
one  excellent  summary,  Peterson  and  Tracy  listed  some 
general  learnings  as  follows: 

1 .  There  must  be  commitment  on  the  part  of  both  parties 
to  cooperation. 

2.  Management  must  recognize  the  legitimacy  of  the 
union. 

3.  The  parties  need  to  take  a  long-term  orientation. 

4.  There  should  be  careful  consideration  of  the  proper 
linkage  between  traditional  bargaining  and  problem 
solving. 

5.  Both  sides  need  to  be  careful  not  to  raise  expectations 
that  realistically  can’t  be  met  in  the  long  run. 

6.  Labor-management  cooperation  programs  should 
avoid  becoming  entangled  in  internal  politics. 

7.  There  needs  to  be  a  definite  impetus  for  labor-manage¬ 
ment  cooperation  to  take  place. 

8.  Ownership  may  be  lost  where  the  employer  and  union 
place  too  much  dependence  on  the  role  of  neutral 
parties. 

9.  Crucial  information  must  be  available  to  both  parties. 

10.  Both  sides  must  articulate  operational  objectives  for 
the  joint  committees  at  an  early  stage. 

11.  Committee  activities  should  be  communicated  to  the 
rank  and  file. 


12.  There  should  be  relative  equality  of  power  between 

union  and  management. 

13.  Trust  is  crucial  if  problem  solving  is  to  have  any 

chance  of  working  at  all.18 

A  VIEW  FROM 

THE  NEUTRAL  CORNER 

As  a  former  labor  relations  manager  and  now  a  third- 
party  consultant,  the  author  has  been  involved  in  several 
notable  examples  of  labor-management  change  efforts  in 
both  private  and  public  sector  organizations. 

From  this  perspective,  the  conditions  for  success  listed 
above  are  largely  valid.  Some  occur  by  luck,  some  can  be 
engineered,  and  some  evolve  over  time.  Many  efforts 
succeed  even  when  some  of  the  “critical  conditions”  are 
not  in  place -and  some  fail  even  when  they  are.  Each 
situation  is  unique. 

From  the  author’s  experience,  however,  there  are  a 
number  of  additional  factors  which  affect  success.  These 
include: 

1 .  Willingness  to  work  at  the  basics 

Union  and  management  leaders  often  embark  on  the 
change  effort  in  situations  of  urgency  and  sometimes 
emergency.  Even  when  this  is  not  the  case,  the  early  stages 
of  labor-management  cooperation  efforts  are  characterized 
by  periods  of  intense  activity  during  which  the  parties 
develop  statements  of  shared  goals,  a  vision  of  the  future, 
and  some  strategic  plans  for  their  activities.  Often,  there  is 
an  element  of  euphoria  in  the  early  stages. 

It  is  tempting  at  such  a  time  to  forget  the  less  exciting 
but  equally  important  business  of  labor  relations  basics: 
the  way  in  which  employees  are  treated  at  work  and  the 
way  in  which  union  and  management  representatives 
conduct  themselves  on  a  day-to-day  basis.  Ongoing 
labor-management  cooperation,  particularly  after  any 
immediate  crisis  is  over,  depends  on  the  parties  being 
liberated  to  cooperate  with  each  other.  If  there  are  contin¬ 
ual  contract  violations  or  grievance  harassment,  neither 
union  nor  management  can  cooperate  with  the  other,  nor 
be  seen  to  be  cooperative. 

In  the  workplace,  new  approaches  to  labor  relations 
thus  depend  for  their  success  on  even  greater  attention  to 
the  old  ones.  Management  and  union  representatives  must 
create  a  positive  climate  for  employees  and  respect  each 
other’s  role  if  they  are  to  succeed  in  developing  new 
approaches  to  working  together.  Although  an  oft-cited 
result  of  labor-management  cooperation  is  said  to  be  a 
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reduction  in  grievance  activity,  the  cause-effect  relation¬ 
ship  is  not  so  straight-forward.  It  is  not  labor-management 
cooperation  that  makes  grievances  go  away.  It  is  the 
systematic  reduction  of  grievance  causes  that  makes  labor- 
management  cooperation  possible. 

2.  Ability  to  Confront  Distrust 

In  adversarial  labor-management  relationships  each 
party  assumes  the  other  is  out  to  do  it  harm.  Management 
expects  to  be  cheated.  Unions  expect  their  members  to  be 
exploited.  Each  fears  that  making  any  concession  to  the 
other  will  lead  to  self-destruction.  Such  distrust  is 
institutionalized,  probably  self-fulfilling,  and  often  justified. 
Anti-unionism  remains  important  in  main-stream  manage¬ 
ment  ideology,  and  distrust  of  management  remains  the 
primary  glue  of  appeal  to  union  members. 

When  union  and  management  leaders  begin  working 
together,  there  is  often  an  immediate  improvement  in  levels 
of  trust  at  the  personal  level.  There  may  also  be  agree¬ 
ments  to  proceed  “as  if  there  were  trust”  at  the  institutional 
level  -  in  other  words,  each  party  agrees  to  consciously 
suspend  disbelief  for  a  time  and  act  as  if  the  other  can  be 
trusted. 

Nevertheless,  it  is  unlikely  that  deep-seated  distrust  will 
change  very  rapidly.  The  key  seems  to  be  a  willingness  to 
accept  distrust  as  a  condition  and  confront  it  openly.  Not 
to  do  so  invites  trouble:  Agreements  are  made  without  any 
real  expectation  that  they  will  be  carried  out;  differences  are 
glossed  over  or  avoided  altogether;  and  challenges  are 
avoided.  The  parties  pretend  to  a  relationship  which  does 
not  exist  and  thus  protect  the  form  of  the  “new  approach” 
without  ever  achieving  its  substance.  In  this,  they  sow  the 
seeds  of  their  own  failure. 

Key  skills  for  avoiding  such  problems  are  for  manage¬ 
ment  and  union  leaders  to  learn  how  to  admit  distrust,  to 
label  it  when  it  affects  interactions,  how  to  describe  its 
effects,  and  how  to  be  precise  about  the  behavior  that  is 
needed  from  the  other  party. 

3.  Specific  definition  of  goals 

Ambiguity  in  the  face  of  a  difficult  issue  usually  reflects 
a  fear  that  the  fragile  plant  of  labor-management  coopera¬ 
tion  will  not  survive  any  major  substantive  disagreements. 
This  tendency  affects  many  aspects  of  the  new  dialogue, 
but  one  area  where  clarity  is  most  needed  is  in  the 
definition  of  goals. 

In  setting  goals,  the  parties  often  rely  on  slogans  such 
as  “survival,”  “competitiveness,”  “quality,"  “job  security,” 
and  the  “quality  of  worklife.”  These  phrases  serve  little 
purpose  unless  they  are  specifically  defined.  What  the 
union  means  by  job  security  (same  job,  same  pay,  same 


place)  may  be  very  different  than  what  management  means 
(nearly  the  same  pay,  somewhere  in  the  organization),  and 
the  day  that  a  possible  merger  is  announced  is  not  the  time 
to  discover  such  differences.  Similarly,  there  may  be  a 
world  of  difference  between  interpretations  of  the  word 
“quality.”  Production  workers  may  interpret  quality  to 
mean  “perfection”  while  engineers  and  managers  interpret 
it  to  be  “conformance  to  standard”  (which  may  be  less 
than  perfection).  Unless  such  different  perspectives  are 
surfaced  and  eliminated  early  on,  trouble,  disillusion,  and 
decommitment  are  the  inevitable  result. 

4.  Specific  definition  of  boundaries 

Union  and  management  leadership  can  also  help 
themselves  by  openly  clarifying  the  boundaries  at  the 
beginning  of  the  process. 

If  boundaries  are  unclear,  the  parties  continually  and 
unwittingly  march  onto  each  other’s  sacred  turf  and  are 
fended  off  or  diverted  with  “soft"  reasons.  When  this 
happens,  the  end  result  is  frustration  and  anger. 

If  management  has  certain  areas  which  it  regards  as 
“no-go”  for  unions,  then  it  should  say  so.  If  unions  have 
certain  areas  which  are  sacrosanct,  they  should  do  the 
same.  Clear  boundaries,  even  though  they  may  not  be 
universally  liked,  allow  the  parties  to  tread  freely  within  the 
limits.  They  also  permit  each  party  to  forgive  violations 
more  easily.  If  each  has  overtly  expressed  a  strong 
commitment  to  the  rules,  occurrences  which  run  counter  to 
them  are  more  likely  to  be  perceived  as  accidental  or 
thoughtless  rather  than  proof  of  ill-will.  When  this  is  the 
case,  one  or  two  incidents  are  not  interpreted  to  mean  that 
the  other  party  has  abandoned  the  change  effort. 

Another  advantage  of  clear  boundaries  is  that  the  parties 
can  establish  systems  where  they  jointly  protect  each 
other's  turf.  The  union  can  take  responsibility  for  not 
infringing  on  areas  left  within  management’s  jurisdiction. 
Management  can  take  responsibility  for  protecting  union 
security.  Mutual  monitoring  and  mutual  protection  greatly 
assist  trust  development. 

5.  Tolerance  for  value  differences 

The  day-to-day  business  of  labor  relations  is  highly 
ritualized.  Most  professionals  can  predict  the  course  of 
any  given  labor  relations  event,  down  to  the  words, 
appeals,  and  techniques  each  party  will  use  in  their 
assigned  roles. 

In  labor-management  change  efforts,  changing  roles 
and  responsibilities  produce  new  dialogues  for  which  there 
are  no  ready-made  scripts.  Discussions  which  begin  in 
perfect  amity  end  in  feelings  of  frustration,  disbelief,  and 
anger.  Each  party  begins  to  view  the  other  as  bizarre  and 
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irrational.  Management  is  frustrated  when  union  leaders 
fail  to  see  the  “inescapable  logic”  of  their  “facts-based” 
arguments.  Union  leaders  are  frustrated  when  manage¬ 
ment  fails  to  understand  the  imperatives  of  “fairness, 
equality,  and  democracy." 

What  happens  is  that  deep  differences  between  the 
cultures  of  unions  and  management  come  to  the  surface 
when  there  is  no  script  or  ritual  to  keep  them  suppressed. 
Some  of  the  major  differences  which  emerge  are  shown  in 
the  following  table.  19 


Union 

Management 

Egalitarian 

Hierarchical 

Democratic  decisionmaking 

Factual  decisionmaking 

Challenge 

Control 

Brotherhood,  mutual  protection 

Individualism,  competition 

Seniority 

Performance 

QWL 

Productivity 

Past  and  precedent 

Now,  what  works 

Rules 

Flexibility 

These  differences  affect  the  content  of  discussions 
because  the  parties  start  from  different  assumptions.  They 
also  affect  the  emotional  tone  of  discussion,  particularly 
when  a  deep-seated  value  is  challenged.  Of  particular 
importance  is  the  effect  of  value  differences  on  the 
development  of  trust.  It  is  difficult  for  people  to  trust 
others  whose  values  they  do  not  share.  Lack  of  shared 
values  makes  for  unpredictability  if  the  differences  are  not 
understood,  or  may  create  pessimism  if  they  are. 

The  skills  necessary  to  manage  relationships  at  this 
charged  level  begin  with  the  parties’  being  willing  to 
understand  their  own  and  each  other’s  cultures.  Usually 
they  can  easily  describe  the  other’s  culture  but  are  much 
less  able  to  describe  their  own.  (The  task  of  describing 
one’s  own  culture  has  been  likened  to  asking  a  fish  to 
describe  the  sea  in  which  it  swims.)  However,  once  the 
different  values  are  identified  and  the  parties  can  see  how 
those  differences  affect  thought  and  behavior,  they  can 
begin  to  interpret  each  other’s  attitudes  and  actions  more 
accurately. 

When  this  happens,  what  previously  seemed  bizarre  or 
irrational  gradually  becomes  understandable  and  even 
reasonable.  If  each  group  can  actually  learn  and  then 
make  a  conscious  attempt  to  sympathize  with  the  other 
party’s  values,  indeed  to  shift  into  the  culture  of  the  other, 
their  dialogue  begins  to  be  productive. 


6.  Managing  political  and  operational  realities 

Union  and  management  leaders  both  operate  in  political 
structures.  Union  representatives  answer  to  a  membership 
constituency.  Management  representatives  answer  to  upper 
management  and  other  organizations  such  as  regulatory 
agencies,  public  boards,  or  community-based  organiza¬ 
tions. 

In  the  early  stages  of  labor-management  change  efforts, 
these  constituencies  may  develop  unrealistic  expectations 
for  change.  The  first  task  for  those  leading  the  change 
effort  is  to  moderate  expectations  to  a  realistic  level.  The 
second  is  to  manage  the  disappointment  which  occurs  if 
things  do  not  improve  fast  enough,  smoothly  enough,  or 
positively  affect  areas  to  which  the  various  constituencies 
give  priority. 

In  managing  constituency  relations,  one  common 
problem  for  both  parties  is  that  each  tends  to  over-estimate 
the  power  the  other  has  over  its  own  constituency.  Labor 
leaders  are  frequently  surprised  at  how  little  power  their 
management  counterparts  have  to  make  changes,  make 
crucial  decisions,  or  influence  senior  management. 
Management  leaders  are  often  surprised  and  frustrated  by 
their  union  counterparts’  apparent  inability  to  manage 
membership  opinion  or  even  deliver  the  membership  vote. 

Constant  communication,  progress  reports,  checking 
“expectations  status,”  and  willingness  to  consult  with 
constituents  can  all  help  manage  these  issues,  at  least  to 
the  point  that  each  party  understands  the  realities  of  the 
other’s  situation.  This  helps  avoid  the  crises  and  anger 
which  are  produced  when  expectations  -  especially  those 
that  were  never  realistic  in  the  first  place  -  fail  to  be  met. 

7.  The  exchange  of  knowledge 

One  assumption  behind  the  new  approaches  to  labor- 
management  relations  is  that  unions  and  management  will 
pool  their  special  skills  and  knowledge  to  create  more 
energetic,  humane,  and  productive  enterprises.  For 
example,  when  organizations  adopt  employee  involvement 
processes,  union  members  are  asked  to  share  their  special 
(and  traditionally  hidden)  knowledge  of  jobs,  systems,  and 
equipment  in  order  to  bring  about  changes  which  will 
benefit  everyone.  Managers  frequently  cite  the  potential 
gains  from  applying  this  knowledge  as  a  primary  reason 
for  participative  approaches  to  the  workplace. 

Unfortunately,  although  employees  are  usually  eager  to 
share  what  they  know  when  they  are  asked,  the  initial 
enthusiasm  can  die  if  such  sharing  is  not  reciprocated  at 
some  level.  Indeed,  suspicion  may  begin  to  grow  that  what 
management  wanted  was,  after  all,  not  greater  participa¬ 
tion,  but  greater  control.  If  this  happens,  unions  and  their 
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members  gradually  withdraw  their  commitment  to  the 
change. 

Management  leaders  are  not  always  aware  that  they  too 
must  share  their  special  knowledge  in  order  to  create 
meaningful  participation.  Sometimes  this  is  because 
many  managers  are  actually  unconscious  of  their  compe¬ 
tencies:  skills  in  problem  solving,  decisionmaking, 
financial  analysis,  project  management,  and  participating 
in  meetings  and  discussions  are  taken  for  granted.  Man¬ 
agement  leaders  may  forget  that  they  need  to  pass  this 
knowledge  on  for  the  parties  to  be  effective  together. 

Sometimes,  however,  the  task  of  sharing  knowledge 
may  simply  seem  too  big.  A  common  problem  has  been 
in  the  area  of  educating  union  representatives  in  high 
technology  so  they  can  participate  in  technological 
decisionmaking.  Most  management  leaders  themselves 
rely  on  specialist  employees  to  guide  them  in  this  area, 
but  unions  rarely  have  such  expert  capability  in-house  or 
easily  available.  Thus,  when  discussions  take  place  on 
technical  issues,  union  leaders  start  at  a  major  disadvan¬ 
tage  -  unless  management  makes  a  conscious  decision 
to  provide  expertise  and  knowledge  to  them.  Again, 
failure  to  do  so  may  render  union  leadership  ineffective  in 
a  crucial  area  and  this  ultimately  undermines  the  overall 
effort. 20 

Taking  the  time  and  devoting  the  resources  necessary 
to  providing  all  the  parties  with  the  knowledge  they  must 
have  to  participate  on  an  equal  basis  is  essential  to 
success. 

CONCLUSION 

In  this  article  the  author  has  described  and  discussed 
some  new  approaches  to  collective  bargaining  and 
workplace  relations.  Some  of  the  factors  which  appear  to 
influence  whether  such  new  approaches  “work”  have  also 
been  suggested. 

As  most  practitioners  appreciate,  change  in  labor 
relations  is  usually  a  slow  process,  often  characterized  by 
the  “two  steps  forward,  one  step  back”  syndrome.  Major 
change  cannot  be  accomplished  in  a  matter  of  months, 
and  both  management  and  union  representatives  face  a 
long  process  of  relatively  uncomfortable  adjustment.  In 
collective  bargaining,  the  new  techniques  are  more 
difficult  than  the  old  ones.  In  the  workplace,  changing 
relationships  challenge  old  assumptions  and  strain 
operational  and  administrative  systems.  Both  manage¬ 
ment  and  union  leaders  must  cope  with  constituencies 
which  may  be  less  patient  than  they  are  and  suspicious 
that  cooperation  at  the  leadership  level  will  be  purchased 


at  their  expense.  Managers  must  deal  with  the  loss  of 
“management  rights.”  Union  leaders  must  deal  with  the 
perils  of  a  proactive,  rather  than  purely  reactive,  role. 

The  good  news  is  that  there  are  many  examples  where 
the  new  approaches  do  work  and  where  both  union  and 
management  leaders  have  become  so  accustomed  to  them 
that  they  have  become  the  normal  way  of  doing  labor 
relations  business.  Their  experience  -  as  well  as  the 
lessons  learned  by  those  who  have  been  less  successful  - 
provides  a  valuable  basis  for  others  to  consider  and  adopt 
such  changes. 
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The  symptoms  are 
familiar:  a  good 
strategy  is  not  executed 
well;  costs  rise  out  of  all 
proportion  to  gains  in 
productivity;  high  rates  of 
absenteeism  persist;  and 
a  disaffected  work  force, 
taking  little  pride  or 
pleasure  in  what  it  does, 
retards  innovation  and 
quality  improvements.  To 
those  at  the  top  of  the 
corporate  ladder,  it  seems 
as  if  they  are  the  captains 
of  a  ship  in  which  the  wheel  is  not  connected  to  the 
rudder.  Whatever  decisions  get  made,  little  happens 
down  below.  Only  lately  have  managers  themselves 
begun  to  take  responsibility  for  these  symptoms  and 
for  the  approach  to  work-force  management  out  of 
which  they  grow.  Only  lately  have  they  begun  to  see 
that  workers  respond  best  —  and  most  creatively  — 
not  when  they  are  tightly  controlled  by  management, 
placed  in  narrowly  defined  jobs,  and  treated  like  an 
unwelcome  necessity,  but,  instead,  when  they  are 
given  broader  responsibilities,  encouraged  to  contribute, 
and  helped  to  take  satisfaction  in  their  work.  It  should 
come  as  no  surprise  that  eliciting  worker  commitment 
—  and  providing  the  environment  in  which  it  can 
flourish  —  pays  tangible  dividends  for  the  individuals 
and  for  the  company.  The  author  describes  these 
opposing  approaches  to  a  company’s  human  capital 
and  points  out  the  key  challenges  in  moving  from 
one  to  the  other. 

Mr.  Walton,  Jesse  Isidore  Straus  Professor  of 
Business  Administration  at  the  Harvard  Business 
School,  is  a  recognized  authority  on  the  issues  related 
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include  “ Improving  the  Quality  of  Work  Life”  (May- 
June  1974)  and  ‘‘Work  Innovations  in  the  United  States” 
(July-August  1979).  For  some  time  now,  his  research 
interests  have  addressed  the  evolution  of  the 
‘‘commitment  model”  discussed  in  this  article. 
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The  larger  shape  of  institutional  change  is  always 
difficult  to  recognize  when  one  stands  right  in  the 
middle  of  it.  Today,  throughout  American  industry, 
a  significant  change  is  under  way  in  long-established 
approaches  to  the  organization  and  management 
of  work.  Although  this  shift  in  attitude  and  practice 
takes  a  wide  variety  of  company-specific  forms,  its 
large  shape  —  its  overall  pattern  —  is  already 
visible  if  one  knows  where  and  how  to  look. 

Consider,  for  example,  the  marked  differences 
between  two  plants  in  the  chemical  products 
division  of  a  major  U.S.  corporation.  Both  make 
similar  products  and  employ  similar  technologies, 
but  that  is  virtually  all  they  have  in  common. 

The  first,  organized  by  businesses  with  an 
identifiable  product  or  product  line,  divides  its 
employees  into  self-supervising  10-  to  15-person  work 
teams  that  are  collectively  responsible  for  a  set  of 
related  tasks.  Each  team  member  has  the  training  to 
perform  many  or  all  of  the  tasks  for  which  the  team 
is  accountable,  and  pay  reflects  the  level  of  mastery 
of  required  skills.  These  teams  have  received 
assurances  that  management  will  go  to  extra  lengths 
to  provide  continued  employment  in  any  economic 
downturn.  The  teams  have  also  been  thoroughly 
briefed  on  such  issues  as  market  share,  product 
costs,  and  their  implications  for  the  business. 

Not  surprisingly,  this  plant  is  a  top  performer 
economically  and  rates  well  on  all  measures  of 
employee  satisfaction,  absenteeism,  turnover,  and 
safety.  With  its  employees  actively  engaged  in 
identifying  and  solving  problems,  it  operates  with 
fewer  levels  of  management  and  fewer  specialized 
departments  than  do  its  sister  plants.  It  is  also 
one  of  the  principal  suppliers  of  management 
talent  for  these  other  plants  and  for  the  division 
manufacturing  staff. 

Note  from  the  Bureau:  From  Control  to  Commitment  —  originally  published 
in  1985  —  is  still  instructive.  Today,  Walton’s  notion  of  a  “commitment”  strategy 
can  serve  as  a  guidepost  for  moving  toward  a  high-performance  workplace. 
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In  the  second  plant,  each  employee  is  responsible 
for  a  fixed  job  and  is  required  to  perform  up  to  the 
minimum  standard  defined  for  that  job.  Peer  pressure 
keeps  new  employees  from  exceeding  the  minimum 
standards  and  from  taking  other  initiatives  that  go 
beyond  basic  job  requirements.  Supervisors,  who 
manage  daily  assignments  and  monitor  performance, 
have  long  since  given  up  hope  for  anything  more 
than  compliance  with  standards,  finding  sufficient 
difficulty  in  getting  their  people  to  perform  adequately 
most  of  the  time.  In  fact,  they  and  their  workers  try 
to  prevent  the  industrial  engineering  department, 
which  is  under  pressure  from  top  plant  management 
to  improve  operations,  from  using  changes  in 
methods  to  “jack  up”  standards. 

A  recent  management  campaign  to  document 
an  “airtight  case”  against  employees  who  have 
excessive  absenteeism  or  sub-par  performance 
mirrors  employees’  low  morale  and  high  distrust  of 
management.  A  constant  stream  of  formal  grievances, 
violations  of  plant  rules,  harassment  of  supervisors, 
wildcat  walkouts,  and  even  sabotage  has  prevented 
the  plant  from  reaching  its  productivity  and  quality 
goals  and  has  absorbed  a  disproportionate  amount 
of  division  staff  time.  Dealings  with  the  union 
are  characterized  by  contract  negotiations  on 
economic  matters  and  skirmishes  over  issues  of 
management  control. 

No  responsible  manager,  of  course,  would  ever 
wish  to  encourage  the  kind  of  situation  at  this 
second  plant,  yet  the  determination  to  understand 
its  deeper  causes  and  to  attack  them  at  their  root 
does  not  come  easily.  Established  modes  of  doing 
things  have  an  inertia  all  their  own.  Such  an  effort 
is,  however,  in  process  all  across  the  industrial 
landscape.  And  with  that  effort  comes  the  possibility 
of  a  revolution  in  industrial  relations  every  bit  as 
great  as  that  occasioned  by  the  rise  of  mass 
production  the  better  part  of  a  century  ago.  The 
challenge  is  clear  to  those  managers  willing  to 
see  it  —  and  the  potential  benefits,  enormous. 

APPROACHES  TO 
WORK-FORCE  MANAGEMENT 

What  explains  the  extraordinary  differences 
between  the  plants  just  described?  Is  it  that  the 
first  is  new  (built  in  1976)  and  the  other  old? 

Yes  and  no.  Not  all  new  plants  enjoy  so  fruitful  an 
approach  to  work  organization;  not  all  older  plants 
have  such  intractable  problems.  Is  it  that  one  plant 


is  unionized  and  the  other  not?  Again,  yes  and  no. 
The  presence  of  a  union  may  institutionalize 
conflict  and  lackluster  performance,  but  it  seldom 
causes  them. 

At  issue  here  is  not  so  much  age  or  unionization 
but  two  radically  different  strategies  for  managing  a 
company’s  or  a  factory’s  work  force,  two  incompatible 
views  of  what  managers  can  reasonably  expect  of 
workers  and  of  the  kind  of  partnership  they  can 
share  with  them.  For  simplicity,  I  will  speak  of 
these  profound  differences  as  reflecting  the  choice 
between  a  strategy  based  on  imposing  control  and 
a  strategy  based  on  eliciting  commitment. 

The  “Control”  Strategy 

The  traditional  —  or  control-oriented  —  approach 
to  work-force  management  took  shape  during  the 
early  part  of  this  century  in  response  to  the  division 
of  work  into  small,  fixed  jobs  for  which  individuals 
could  be  held  accountable.  The  actual  definition  of 
jobs,  as  of  acceptable  standards  of  performance, 
rested  on  “lowest  common  denominator”  assumptions 
about  workers’  skill  and  motivation.  To  monitor  and 
control  effort  of  this  assumed  caliber,  management 
organized  its  own  responsibilities  into  a  hierarchy  of 
specialized  roles  buttressed  by  a  top-down  allocation 
of  authority  and  by  status  symbols  attached  to 
positions  in  the  hierarchy. 

For  workers,  compensation  followed  the  rubric 
of  “a  fair  day’s  pay  for  a  fair  day’s  work”  because 
precise  evaluations  were  possible  when  individual 
job  requirements  were  so  carefully  prescribed. 

Most  managers  had  little  doubt  that  labor  was  best 
thought  of  as  a  variable  cost,  although  some 
exceptional  companies  guaranteed  job  security 
to  head  off  unionization  attempts. 

In  the  traditional  approach,  there  was  generally 
little  policy  definition  with  regard  to  employee  voice 
unless  the  work  force  was  unionized,  in  which  case 
damage  control  strategies  predominated.  With  no 
union,  management  relied  on  an  open-door  policy, 
attitude  surveys,  and  similar  devices  to  learn  about 
employees’  concerns.  If  the  work  force  was  unionized, 
then  management  bargained  terms  of  employment 
and  established  an  appeal  mechanism.  These 
activities  fell  to  labor  relations  specialists,  who 
operated  independently  from  line  management  and 
whose  very  existence  assumed  the  inevitability 
and  even  the  appropriateness  of  an  adversarial 
relationship  between  workers  and  managers. 

Indeed,  to  those  who  saw  management’s  exclusive 
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obligation  to  be  to  a  company’s  shareowners  and 
the  ownership  of  property  to  be  the  ultimate  source 
of  both  obligation  and  prerogative,  the  claims  of 
employees  were  constraints,  nothing  more. 

At  the  heart  of  this  traditional  model  is  the  wish 
to  establish  order,  exercise  control,  and  achieve 
efficiency  in  the  application  of  the  work  force. 
Although  it  has  distant  antecedents  in  the 
bureaucracies  of  both  church  and  military,  the 
model’s  real  father  is  Frederick  W.  Taylor,  the 
turn-of-the-century  “father  of  scientific  management,” 
whose  views  about  the  proper  organization  of  work 
have  long  influenced  management  practice  as  well  as 
the  reactive  policies  of  the  U.S.  labor  movement. 

Recently,  however,  changing  expectations  among 
workers  have  prompted  a  growing  disillusionment 
with  the  apparatus  of  control.  At  the  same  time,  of 
course,  an  intensified  challenge  from  abroad  has  made 
the  competitive  obsolescence  of  this  strategy  clear. 
A  model  that  assumes  low  employee  commitment 
and  that  is  designed  to  produce  reliable  if  not 
outstanding  performance  simply  cannot  match 
the  standards  of  excellence  set  by  world-class 
competitors.  Especially  in  a  high-wage  country  like 
the  United  States,  market  success  depends  on  a 
superior  level  of  performance,  a  level  that,  in  turn, 
requires  the  deep  commitment,  not  merely  the 
obedience  —  if  you  could  obtain  it  —  of  workers. 
And  as  painful  experience  shows,  this  commitment 
cannot  flourish  in  a  workplace  dominated  by  the 
familiar  model  of  control. 

The  “Commitment”  Strategy 

Since  the  early  1970s,  companies  have 
experimented  at  the  plant  level  with  a  radically  different 
work-force  strategy.  The  more  visible  pioneers  — 
among  them,  General  Foods  at  Topeka,  Kansas; 
General  Motors  at  Brookhaven,  Mississippi; 
Cummins  Engine  at  Jamestown,  New  York;  and 
Procter  &  Gamble  at  Lima,  Ohio  —  have  begun  to 
show  how  great  and  productive  the  contribution  of 
a  truly  committed  work  force  can  be.  For  a  time, 
all  new  plants  of  this  sort  were  nonunion,  but  by 
1980  the  success  of  efforts  undertaken  jointly  with 
unions  —  GM’s  cooperation  with  the  UAW  at  the 
Cadillac  plant  in  Livonia,  Michigan,  for  example  — 
was  impressive  enough  to  encourage  managers  of 
both  new  and  existing  facilities  to  rethink  their 
approach  to  the  work  force. 

Stimulated  in  part  by  the  dramatic  turnaround  at 
GM’s  Tarrytown  assembly  plant  in  the  mid-1970s, 


local  managers  and  union  officials  are  increasingly 
talking  about  common  interests,  working  to  develop 
mutual  trust,  and  agreeing  to  sponsor  quality-of- 
work-life  (QWL)  or  employee  involvement  (El) 
activities.  Although  most  of  these  ventures  have 
been  initiated  at  the  local  level,  major  exceptions 
include  the  joint  effort  between  the  Communication 
Workers  of  America  and  AT&T  to  promote  QWL 
throughout  the  Bell  System  and  the  UAW-Ford  El 
program  centrally  directed  by  Donald  Ephlin  of  the 
UAW  and  Peter  Pestillo  of  Ford.  In  the  nonunion 
sphere,  the  spirit  of  these  new  initiatives  is  evident 
in  the  decision  by  workers  of  Delta  Airlines  to  show 
their  commitment  to  the  company  by  collecting 
money  to  buy  a  new  plane. 

More  recently,  a  growing  number  of  manufacturing 
companies  has  begun  to  remove  levels  of  plant 
hierarchy,  increase  managers’  spans  of  control, 
integrate  quality  and  production  activities  at  lower 
organizational  levels,  combine  production  and 
maintenance  operations,  and  open  up  new  career 
possibilities  for  workers.  Some  corporations  have 
even  begun  to  chart  organizational  renewal  for  the 
entire  company.  Cummins  Engine,  for  example,  has 
ambitiously  committed  itself  to  inform  employees 
about  the  business,  to  encourage  participation  by 
everyone,  and  to  create  jobs  that  involve  greater 
responsibility  and  more  flexibility. 

In  this  new  commitment-based  approach  to  the 
work  force,  jobs  are  designed  to  be  broader  than 
before,  to  combine  planning  and  implementation, 
and  to  include  efforts  to  upgrade  operations,  not 
just  maintain  them.  Individual  responsibilities  are 
expected  to  change  as  conditions  change,  and 
teams,  not  individuals,  often  are  the  organizational 
units  accountable  for  performance.  With  management 
hierarchies  relatively  flat  and  differences  in  status 
minimized,  control  and  lateral  coordination  depend 
on  shared  goals,  and  expertise  rather  than  formal 
position  determines  influence. 

People  Express,  to  cite  one  example,  started  up 
with  its  management  hierarchy  limited  to  three  levels, 
organized  its  work  force  into  three-  or  four-person 
groups,  and  created  positions  with  exceptionally  broad 
scope.  Every  full-time  employee  is  a  “manager”: 
flight  managers  are  pilots  who  also  perform 
dispatching  and  safety  checks;  maintenance 
managers  are  technicians  with  other  staff 
responsibilities;  customer  service  managers  take 
care  of  ticketing,  security  clearance,  passenger 
boarding,  and  in-flight  service.  Everyone,  including 
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the  officers,  is  expected  to  rotate  among  functions 
to  boost  all  workers’  understanding  of  the  business 
and  to  promote  personal  development. 

Under  the  commitment  strategy,  performance 
expectations  are  high  and  serve  not  to  define 
minimum  standards  but  to  provide  “stretch  objectives,” 
emphasize  continuous  improvement,  and  reflect 
the  requirements  of  the  marketplace.  Accordingly, 
compensation  policies  reflect  less  the  old  formulas 
of  job  evaluation  than  the  heightened  importance 
of  group  achievement,  the  expanded  scope  of 
individual  contribution,  and  the  growing  concern  for 
such  questions  of  “equity”  as  gain  sharing,  stock 
ownership,  and  profit  sharing.  This  principle  of 
economic  sharing  is  not  new.  It  has  long  played  a 
role  in  Dana  Corporation,  which  has  many  unionized 
plants,  and  is  a  fundamental  part  of  the  strategy  of 
People  Express,  which  has  no  union.  Today,  Ford 
sees  it  as  an  important  part  of  the  company’s 
transition  to  a  commitment  strategy. 

Equally  important  to  the  commitment  strategy  is 
the  challenge  of  giving  employees  some  assurance 
of  security,  perhaps  by  offering  them  priority  in 
training  and  retraining  as  old  jobs  are  eliminated 
and  new  ones  created.  Guaranteeing  employees 
access  to  due  process  and  providing  them  the 
means  to  be  heard  on  such  issues  as  production 
methods,  problem  solving,  and  human  resource 
policies  and  practices  is  also  a  challenge.  In 
unionized  settings,  the  additional  tasks  include 
making  relations  less  adversarial,  broadening  the 
agenda  for  joint  problem  solving  and  planning,  and 
facilitating  employee  consultation. 

Underlying  all  these  policies  is  a  management 
philosophy,  often  embodied  in  a  published  statement, 
that  acknowledges  the  legitimate  claims  of  a 
company’s  multiple  stakeholders  —  owners, 
employees,  customers,  and  the  public.  At  the 
center  of  this  philosophy  is  a  belief  that  eliciting 
employee  commitment  will  lead  to  enhanced 
performance.  The  evidence  shows  this  belief  to 
be  well-grounded.  In  the  absence  of  genuine 
commitment,  however,  new  management  policies 
designed  for  a  committed  work  force  may  well 
leave  a  company  distinctly  more  vulnerable  than 
would  older  policies  based  on  the  control  approach. 
The  advantages  —  and  risks  —  are  considerable. 

THE  COSTS  OF 
COMMITMENT 

Because  the  potential  leverage  of  a 
commitment-oriented  strategy  on  performance 


is  so  great,  the  natural  temptation  is  to  assume 
the  universal  applicability  of  that  strategy.  Some 
environments,  however,  especially  those  requiring 
intricate  teamwork,  problem  solving,  organizational 
learning,  and  self-monitoring,  are  better  suited  than 
others  to  the  commitment  model.  Indeed,  the 
pioneers  of  the  deep  commitment  strategy  —  a 
fertilizer  plant  in  Norway,  a  refinery  in  the  United 
Kingdom,  a  paper  mill  in  Pennsylvania,  a  pet-food 
processing  plant  in  Kansas  —  were  all  based  on 
continuous  process  technologies  and  were  all 
capital  and  raw  material  intensive.  All  provided 
high  economic  leverage  to  improvements  in  workers’ 
skills  and  attitudes,  and  all  could  offer  considerable 
job  challenge. 

Is  the  converse  true?  Is  the  control  strategy 
appropriate  whenever  —  as  with  convicts  breaking 
rocks  with  sledgehammers  in  a  prison  yard  —  work 
can  be  completely  prescribed,  remains  static,  and 
calls  for  individual,  not  group,  effort?  In  practice, 
managers  have  long  answered  yes.  Mass  production, 
epitomized  by  the  assembly  line,  has  for  years 
been  thought  suitable  for  old-fashioned  control. 

But  not  any  longer.  Many  mass  producers,  not 
least  the  automakers,  have  recently  been  trying  to 
reconceive  the  structure  of  work  and  to  give 
employees  a  significant  role  in  solving  problems 
and  improving  methods.  Why?  For  many  reasons, 
including  to  boost  in-plant  quality,  lower  warranty 
costs,  cut  waste,  raise  machine  utilization  and  total 
capacity  with  the  same  plant  and  equipment,  reduce 
operating  and  support  personnel,  reduce  turnover 
and  absenteeism,  and  speed  up  implementation  of 
change.  In  addition,  some  managers  place  direct 
value  on  the  fact  that  the  commitment  policies 
promote  the  development  of  human  skills  and 
individual  self-esteem. 

The  benefits,  economic  and  human,  of  worker 
commitment  extend  not  only  to  continuous-process 
industries  but  to  traditional  manufacturing  industries 
as  well.  What,  though,  are  the  costs?  To  achieve 
these  gains,  managers  have  had  to  invest  extra  effort, 
develop  new  skills  and  relationships,  cope  with  higher 
levels  of  ambiguity  and  uncertainty,  and  experience  the 
pain  and  discomfort  associated  with  changing  habits 
and  attitudes.  Some  of  their  skills  have  become 
obsolete,  and  some  of  their  careers  have  been 
casualties  of  change.  Union  officials,  too,  have 
had  to  face  the  dislocation  and  discomfort  that 
inevitably  follow  any  upheaval  in  attitudes  and 
skills.  For  their  part,  workers  have  inherited  more 
responsibility  and,  along  with  it,  greater  uncertainty 
and  a  more  open-ended  possibility  of  failure. 
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Part  of  the  difficulty  in  assessing  these  costs  is  the 
fact  that  so  many  of  the  following  problems  inherent 
to  the  commitment  strategy  remain  to  be  solved. 

Employment  Assurances 

As  managers  in  heavy  industry  confront 
economic  realities  that  make  such  assurances  less 
feasible  and  as  their  counterparts  in  fiercely 
competitive  high-technology  areas  are  forced  to 
rethink  early  guarantees  of  employment  security, 
pointed  questions  await. 

Will  managers  give  lifetime  assurances  to  the 
few,  those  who  reach,  say,  15  years’  seniority,  or 
will  they  adopt  a  general  no-layoff  policy?  Will  they 
demonstrate  by  policies  and  practices  that  employment 
security,  though  by  no  means  absolute,  is  a  higher 
priority  item  than  it  was  under  the  control  approach? 
Will  they  accept  greater  responsibility  for 
outplacement? 

Compensation 

In  one  sense,  the  more  productive  employees 
under  the  commitment  approach  deserve  to  receive 
better  pay  for  their  better  efforts,  but  how  can 
managers  balance  this  claim  on  resources  with  the 
harsh  reality  that  domestic  pay  rates  have  risen  to 
levels  that  render  many  of  our  industries  uncompetitive 
internationally?  Already,  in  such  industries  as  trucking 
and  airlines,  new  domestic  competitors  have  placed 
companies  that  maintain  prevailing  wage  rates  at  a 
significant  disadvantage.  Experience  shows,  however, 
that  wage  freezes  and  concession  bargaining  create 
obstacles  to  commitment,  and  new  approaches  to 
compensation  are  difficult  to  develop  at  a  time  when 
management  cannot  raise  the  overall  level  of  pay. 

Which  approach  is  really  suitable  to  the 
commitment  model  is  unclear.  Traditional  job 
classifications  place  limits  on  the  discretion  of 
supervisors  and  encourage  workers’  sense  of  job 
ownership.  Can  pay  systems  based  on  employees’ 
skill  levels,  which  have  long  been  used  in  engineering 
and  skilled  crafts,  prove  widely  effective?  Can 
these  systems  make  up  in  greater  mastery,  positive 
motivation,  and  work-force  flexibility  what  they  give 
away  in  higher  average  wages? 

In  capital-intensive  businesses,  where  total 
payroll  accounts  for  a  small  percentage  of  costs, 
economics  favor  the  move  toward  pay  progression 
based  on  deeper  and  broader  mastery.  Still, 
conceptual  problems  remain  with  measuring  skills, 
achieving  consistency  in  pay  decisions,  allocating 


opportunities  for  learning  new  skills,  trading  off 
breadth  and  flexibility  against  depth,  and  handling 
the  effects  of  “topping  out”  in  a  system  that 
rewards  and  encourages  personal  growth. 

There  are  also  practical  difficulties.  Existing 
plants  cannot,  for  example,  convert  to  a  skill-based 
structure  overnight  because  of  the  vested  interests 
of  employees  in  the  higher  classifications.  Similarly, 
formal  profit-  or  gain-sharing  plans  like  the  Scanlon 
Plan  (which  shares  gains  in  productivity  as  measured 
by  improvements  in  the  ratio  of  payroll  to  the  sales 
value  of  production)  cannot  always  operate.  At  the 
plant  level,  formulas  that  are  responsive  to  what 
employees  can  influence,  that  are  not  unduly 
influenced  by  factors  beyond  their  control,  and  that 
are  readily  understood,  are  not  easy  to  devise. 
Small  stand-alone  businesses  with  a  mature 
technology  and  stable  markets  tend  to  find  the 
task  least  troublesome,  but  they  are  not  the  only 
ones  trying  to  implement  the  commitment  approach. 

Yet  another  problem,  very  much  at  issue  in 
the  Hyatt-Clark  bearing  plant,  which  employees 
purchased  from  General  Motors  in  1981,  is  the 
relationship  between  compensation  decisions 
affecting  salaried  managers  and  professionals,  on 
the  one  hand,  and  hourly  workers,  on  the  other. 
When  they  formed  the  company,  workers  took  a 
25%  pay  cut  to  make  their  bearings  competitive, 
but  the  managers  maintained  and,  in  certain 
instances  increased,  their  own  salaries  in  order  to 
help  the  company  attract  and  retain  critical  talent. 

A  manager’s  ability  to  elicit  and  preserve  commitment, 
however,  is  sensitive  to  issues  of  equity,  as  became 
evident  once  again  when  GM  and  Ford  announced 
huge  executive  bonuses  in  the  spring  of  1984 
while  keeping  hourly  wages  capped. 

Technology 

Computer-based  technology  can  reinforce 
the  control  model  or  facilitate  movement  to  the 
commitment  model.  Applications  can  narrow  the 
scope  of  jobs  or  broaden  them,  emphasize  the 
individual  nature  of  tasks  or  promote  the  work  of 
groups,  centralize  or  decentralize  the  making  of 
decisions,  and  create  performance  measures  that 
emphasize  learning  or  hierarchical  control. 

To  date,  the  effects  of  this  technology  on  control 
and  commitment  have  been  largely  unintentional 
and  unexpected.  Even  in  organizations  otherwise 
pursuing  a  commitment  strategy,  managers  have 
rarely  appreciated  that  the  side  effects  of  technology 
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WORK-FORCE  STRATEGIES 


Control 

Transitional 

Commitment 

Job  Design 
Principles 

Individual  attention 
limited  to  performing 
individual  job. 

Scope  of  individual 
responsibility  extended 
to  upgrading  system 
performance,  via 
participative  problem¬ 
solving  groups  in 

QWL,  El,  and  quality 
circle  programs. 

Individual  responsibility 
extended  to  upgrading 
system  performance. 

Job  design  deskills 
and  fragments  work 
and  separates 
doing  and  thinking. 

No  change  in 
traditional  job  design 
or  accountability. 

Job  design  enhances 
content  of  work, 
emphasizes  whole  task, 
and  combines  doing 
and  thinking. 

Accountability  focused 
on  individual. 

Frequent  use  of  teams  as 
basic  accountable  unit. 

Fixed  job  definition. 

Flexible  definition  of 
duties,  contingent  on 
changing  conditions. 

Performance 

Expectations 

Measured  standards 
define  minimum 
performance.  Stability 
seen  as  desirable. 

Emphasis  placed  on  higher, 
“stretch  objectives,”  which 
tend  to  be  dynamic  and 
oriented  to  the  marketplace. 

Management 
Organization: 
Structure, 
Systems, 
and  Style 

Structure  tends  to 
be  layered,  with 
top-down  controls. 

No  basic  changes  in 
approaches  to  structure, 
control,  or  authority. 

Flat  organization  structure 
with  mutual  influence 
systems. 

Coordination  and 
control  rely  on 
rules  and  procedures. 

Coordination  and  control 
based  more  on  shared 
goals,  values,  and 
traditions. 

More  emphasis  on 
prerogatives  and 
positional  authority. 

Management  emphasis 
on  problem  solving  and 
relevant  information 
and  expertise. 

Status  symbols 
distributed  to 
reinforce  hierarchy. 

A  few  visible  symbols 
change. 

Minimum  status 
differentials  to  de- 
emphasize  inherent 
hierarchy. 

continued 
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WORK-FORCE  STRATEGIES  continued 


Control 

Transitional 

Commitment 

Compensation 

Policies 

Variable  pay  where 
feasible  to  provide 
individual  incentive. 

Typically  no 
basic  changes  in 
compensation  concepts. 

Variable  rewards  to  create 
equity  and  to  reinforce 
group  achievements:  gain 
sharing,  profit  sharing. 

Individual  pay  geared 
to  job  evaluation. 

Individual  pay  linked  to 
skills  and  mastery. 

In  downturn,  cuts 
concentrated  on 
hourly  payroll. 

Equality  of  sacrifice 
among  employee 
groups. 

Equality  of  sacrifice. 

Employment 

Assurances 

Employees  regarded 
as  variable  costs. 

Assurances  that 
participation  will  not 
result  in  loss  of  job. 

Assurances  that 
participation  will  not 
result  in  loss  of  job. 

Extra  effort  to  avoid 
layoffs. 

High  commitment  to 
avoid  or  assist  in 
reemployment. 

Priority  for  training  and 
retaining  existing 
work  force. 

Employee 

Voice 

Policies 

Employee  input  allowed  on 
relatively  narrow  agenda. 
Attendant  risks  emphasized. 
Methods  include  open-door 
policy,  attitude  surveys, 
grievance  procedures,  and 
collective  bargaining  in 
some  organizations. 

Addition  of  limited, 
ad  hoc  consultation 
mechanisms.  No  change 
in  corporate  governance. 

Employee  participation 
encouraged  on  wide 
range  of  issues. 

Attendant  benefits 
emphasized.  New 
concepts  of  corporate 
governance. 

Business  information 
distributed  on  strictly  defined 
“need  to  know”  basis. 

Additional  sharing 
of  information. 

Business  data  shared 
widely. 

Labor- 

Management 

Relations 

Adversarial  labor 
relations;  emphasis 
on  interest  conflict. 

Thawing  of  adversarial 
attitudes;  joint 
sponsorship  of  QWL 
or  El;  emphasis  on 
common  fate. 

Mutuality  in  labor 
relations;  joint  planning 
and  problem  solving  on 
expanded  agenda. 

Unions,  management, 
and  workers  redefine 
their  respective  roles. 

are  not  somehow  “given”  in  the  nature  of  things 
or  that  they  can  be  actively  managed.  In  fact, 
computer-based  technology  may  be  the  least 
deterministic,  most  flexible  technology  to  enter 
the  workplace  since  the  industrial  revolution. 

As  it  becomes  less  hardware-dependent  and  more 
software-intensive  and  as  the  cost  of  computer 
power  declines,  the  variety  of  ways  to  meet  business 
requirements  expands,  each  with  a  different  set 
of  human  implications.  Management  has  yet  to 
identify  the  potential  role  of  technology  policy  in 
the  commitment  strategy,  and  it  has  yet  to  invent 
concepts  and  methods  to  realize  that  potential. 

Supervisors 

The  commitment  model  requires  first-line 
supervisors  to  facilitate  rather  than  direct  the  work 
force,  to  impart  rather  than  merely  practice  their 
technical  and  administrative  expertise,  and  to  help 
workers  develop  the  ability  to  manage  themselves. 
In  practice,  supervisors  are  to  delegate  away  most 
of  their  traditional  functions  —  often  without  having 
received  adequate  training  and  support  for  their 
new  team-building  tasks  or  having  their  own  needs 
for  voice,  dignity,  and  fulfillment  recognized. 

These  dilemmas  are  even  visible  in  the  new 
titles  many  supervisors  carry  —  “team  advisers” 
or  “team  consultants,”  for  example  —  most  of 
which  imply  that  supervisors  are  not  in  the  chain  of 
command,  although  they  are  expected  to  be  directive 
if  necessary  and  assume  functions  delegated  to  the 
work  force  if  they  are  not  being  performed.  Part  of 
the  confusion  here  is  the  failure  to  distinguish  the 
behavioral  style  required  of  supervisors  from  the 
basic  responsibilities  assigned  them.  Their  ideal 
style  may  be  advisory,  but  their  responsibilities  are 
to  achieve  certain  human  and  economic  outcomes. 
With  experience,  however,  as  first-line  managers 
become  more  comfortable  with  the  notion  of 
delegating  what  subordinates  are  ready  and  able 
to  perform,  the  problem  will  diminish. 

Other  difficulties  are  less  tractable.  The  new  breed 
of  supervisors  must  have  a  level  of  interpersonal  skill 
and  conceptual  ability  often  lacking  in  the  present 
supervisory  work  force.  Some  companies  have  tried 
to  address  this  lack  by  using  the  position  as  an 
entry  point  to  management  for  college  graduates. 
This  approach  may  succeed  where  the  work  force 
has  already  acquired  the  necessary  technical 
expertise,  but  it  blocks  a  route  of  advancement  for 
workers  and  sharpens  the  dividing  line  between 
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management  and  other  employees.  Moreover, 
unless  the  company  intends  to  open  up  higher 
level  positions  for  these  college-educated 
supervisors,  they  may  well  grow  impatient  with  the 
shift  work  of  first-line  supervision. 

Even  when  new  supervisory  roles  are  filled  — 
and  filled  successfully  —  from  the  ranks,  dilemmas 
remain.  With  teams  developed  and  functions 
delegated,  to  what  new  challenges  do  they  turn 
to  utilize  fully  their  own  capabilities?  Do  those 
capabilities  match  the  demands  of  the  other 
managerial  work  they  might  take  on?  If  fewer  and 
fewer  supervisors  are  required  as  their  individual 
span  of  control  extends  to  a  second  and  a  third 
work  team,  what  promotional  opportunities  exist  for 
the  rest?  Where  do  they  go? 

Union-Management  Relations 

Some  companies,  as  they  move  from  control  to 
commitment,  seek  to  decertify  their  unions  and,  at 
the  same  time,  strengthen  their  employees’  bond 
to  the  company.  Others  —  like  GM,  Ford,  Jones  & 
Laughlin,  and  AT&T  —  pursue  cooperation  with  their 
unions,  believing  that  they  need  their  active  support. 
Management’s  interest  in  cooperation  intensified  in 
the  late  1970s,  as  improved  work-force  effectiveness 
could  not  by  itself  close  the  competitive  gap  in  many 
industries  and  wage  concessions  became  necessary. 
Based  on  their  own  analysis  of  competitive  conditions, 
unions  sometimes  agreed  to  these  concessions  but 
expanded  their  influence  over  matters  previously 
subject  to  management  control. 

These  developments  open  up  new  questions. 
Where  companies  are  trying  to  preserve  the  non¬ 
union  status  of  some  plants  and  yet  promote 
collaborative  union  relations  in  others,  will  unions 
increasingly  force  the  company  to  choose?  After 
General  Motors  saw  the  potential  of  its  joint  QWL 
program  with  the  UAW,  it  signed  a  neutrality  clause 
(in  1976)  and  then  an  understanding  about  automatic 
recognition  in  new  plants  (in  1979).  If  forced  to 
choose,  what  will  other  managements  do?  Further, 
where  union  and  management  have  collaborated 
in  promoting  QWL,  how  can  the  union  prevent 
management  from  using  the  program  to  appeal 
directly  to  the  workers  about  issues,  such  as  wage 
concessions,  that  are  subject  to  collective  bargaining? 

And  if,  in  the  spirit  of  mutuality,  both  sides 
agree  to  expand  their  joint  agenda,  what  new  risks 
will  they  face?  Do  union  officials  have  the  expertise 
to  deal  effectively  with  new  agenda  items  like 


investment,  pricing,  and  technology?  To  support 
QWL  activities,  they  have  had  to  expand  their  skills 
and  commit  substantial  resources  at  a  time  when 
shrinking  employment  has  reduced  their  membership 
and  thus  their  finances. 

THE  TRANSITIONAL  STAGE 

Although  some  organizations  have  adopted  a 
comprehensive  version  of  the  commitment  approach, 
most  initially  take  on  a  more  limited  set  of  changes, 
which  I  refer  to  as  a  “transitional”  stage  or  approach. 
The  challenge  here  is  to  modify  expectations,  to 
make  credible  the  leaders’  stated  intentions  for 
further  movement,  and  to  support  the  initial  changes 
in  behavior.  These  transitional  efforts  can  achieve 
a  temporary  equilibrium,  provided  they  are  viewed 
as  part  of  a  movement  toward  a  comprehensive 
commitment  strategy. 

The  cornerstone  of  the  transitional  stage  is  the 
voluntary  participation  of  employees  in  problem¬ 
solving  groups  like  quality  circles.  In  unionized 
organizations,  union-management  dialogue  leading 
to  a  jointly  sponsored  program  is  a  condition  for 
this  type  of  employee  involvement,  which  must 
then  be  supported  by  additional  training  and 
communication  and  by  a  shift  in  management 
style.  Managers  must  also  seek  ways  to  consult 
employees  about  changes  that  affect  them  and  to 
assure  them  that  management  will  make  every 
effort  to  avoid,  defer,  or  minimize  lay-offs  from 
higher  productivity.  When  volume-related  layoffs  or 
concessions  on  pay  are  unavoidable,  the  principle 
of  “equality  of  sacrifice”  must  apply  to  all 
employee  groups,  not  just  the  hourly  work  force. 

As  a  rule,  during  the  early  stages  of 
transformation,  few  immediate  changes  can  occur 
in  tho  basic  design  of  jobs,  the  compensation 
system,  or  the  management  system  itself.  It  is 
easy,  of  course,  to  attempt  to  change  too  much  too 
soon.  A  more  common  error,  especially  in  established 
organizations,  is  to  make  only  “token”  changes  that 
never  reach  a  critical  mass.  All  too  often  managers 
try  a  succession  of  technique-oriented  changes 
one  by  one:  job  enrichment,  sensitivity  training, 
management  by  objectives,  group  brainstorming, 
quality  circles,  and  so  on.  Whatever  the  benefits  of 
these  techniques,  their  value  to  the  organization 
will  rapidly  decay  if  the  management  philosophy  — 
and  practice  —  does  not  shift  accordingly. 


A  different  type  of  error  —  “overreaching”  — 
may  occur  in  newly  established  organizations  based 
on  commitment  principles.  In  one  new  plant, 
managers  allowed  too  much  peer  influence  in  pay 
decisions;  in  another,  they  underplayed  the  role  of 
first-line  supervisors  as  a  link  in  the  chain  of 
command;  in  a  third,  they  overemphasized  learning 
of  new  skills  and  flexibility  at  the  expense  of 
mastery  in  critical  operations.  These  design  errors 
by  themselves  are  not  fatal,  but  the  organization 
must  be  able  to  make  mid-course  corrections. 

RATE  OF  TRANSFORMATION 


How  rapidly  is  the  transformation  in  work-force 
strategy,  summarized  in  the  Exhibit,  occurring? 

Hard  data  are  difficult  to  come  by,  but  certain 
trends  are  clear.  In  1970,  only  a  few  plants  in  the 
United  States  were  systematically  revising  their 
approach  to  the  work  force.  By  1975,  hundreds  of 
plants  were  involved.  Today,  I  estimate  that  at  least 
a  thousand  plants  are  in  the  process  of  making  a 
comprehensive  change  and  that  many  times  that 
number  are  somewhere  in  the  transitional  stage. 

In  the  early  1970s,  plant  managers  tended  to 
sponsor  what  efforts  there  were.  Today,  company 
presidents  are  formulating  the  plans.  Not  long  ago, 
the  initiatives  were  experimental;  now  they  are  policy. 
Early  change  focused  on  the  blue-collar  work  force 
and  on  those  clerical  operations  that  most  closely 
resemble  the  factory.  Although  clerical  change  has 
lagged  somewhat  —  because  the  control  model  has 
not  produced  such  overt  employee  disaffection, 
and  because  management  has  been  slow  to 
recognize  the  importance  of  quality  and  productivity 
improvement  —  there  are  signs  of  a  quickened 
pace  of  change  in  clerical  operations. 

Only  a  small  fraction  of  U.S.  workplaces  today 
can  boast  of  a  comprehensive  commitment  strategy, 
but  the  rate  of  transformation  continues  to  accelerate, 
and  the  move  toward  commitment  via  some  explicit 
transitional  stage  extends  to  a  still  larger  number 
of  plants  and  offices.  This  transformation  may  be 
fueled  by  economic  necessity,  but  other  factors  are 
shaping  and  pacing  it  —  individual  leadership  in 
management  and  labor,  philosophical  choices, 
organizational  competence  in  managing  change, 
and  cumulative  learning  from  change  itself. 
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Management  Relations 
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Competitiveness  and 
innovation  are 
driving  forces  in 
organizational  strategies 
today.  Companies  are 
recognizing  that  adapting 
to  a  global  economy 
requires  a  work  force  with 
new  skills  and  attitudes. 

Key  to  gaining  a 
competitive  edge  in  the 
future  will  be  the  effective 
use  of  human  resources  —  through  programs  that  attract, 
train,  and  retain  the  best  people.  Companies  that  set  the 
standard  by  employing  progressive  human  resource 
initiatives  will  be  the  ones  that  succeed.  These  companies 
usually  view  their  human  resource  functions  as  a  strategic 
discipline  that  generates  value  across  the  organization 
rather  than  simply  as  a  costly  support  function. 

Benchmarking  human  resource  strategies  facilitates  and 
supports  this  changing  perspective.  Many  companies 
already  use  benchmarking  in  other  functional  areas  to 
measure  and  compare  their  performance  with  objective 
standards  outside  their  organization.  As  a  competitive 
tool,  benchmarking  allows  a  organization  to  see  clearly 
where  it  stands  relative  to  other  high  performing 
competitors  and  what  strategies  are  helping  others  to 
succeed. 

A  STRATEGY  FOR 
COMPETITIVENESS 


Benchmarking  is  a  process  for  measuring  performance  as 
compared  to  the  efforts  of  those  companies  considered 
“best-in-class."  But  benchmarking  is  more  than  a 


comparative  process.  It  also  examines  how  the  best-in¬ 
class  companies  achieve  those  performance  levels  — 
information  that  can  help  a  company  design  its  own 
targets,  strategies,  and  implementation  methods. 
Companies  can  also  integrate  benchmarking  into  their 
strategic  planning  processes  to  continually  monitor  and 
improve  performance. 

Benchmarking  is,  therefore,  a  multipurpose  tool  that 
identifies  performance  gaps  in  an  organization  relative  to 
the  competition,  either  for  the  purpose  of  problem  solving 
or  creating  an  impetus  to  change.  Benchmarking  produces 
both  qualitative  and  quantitative  data  useful  in  developing 
managerial  practices  or  performance  measures. 

THE  HIGH  PERFORMANCE 
WORKPLACE 


The  high  performance  workplace  requires  work 
environments  that  incorporate  the  full  participation  of  the 
work  force  and  tap  the  maximum  potential  of  each 
employee.  Benchmarking  can  be  used  to  initiate  the 
changes  necessary  for  the  transformation  to  high 
performance  work  systems.  It  points  out  differences  in 
processes  and  areas  that  need  to  be  improved  based  on 
objective  information.  Because  it  incorporates  an  external 
view,  benchmarking  provides  a  better  awareness  of  what 
the  “best”  companies  are  doing,  how  they  are  doing  it,  and 
most  importantly,  how  well  they  are  doing  it. 

Through  comparisons  to  excellent  companies,  an 
organization  can  clearly  direct  its  performance  goals  to 
meet  and  surpass  the  best.  Companies  can  use 
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benchmarking  as  a  tool  to  help  formulate  solutions  to  such 
complex  human  resource  issues  as  training  programs, 
quality  initiatives,  self-directed  work  teams,  employment 
security  and  other  elements  of  high-performance  work 
systems. 

Benchmarking  is  not  the  answer,  but  it  is  one  tool  that  can 
support  change  efforts  within  an  organization. 
Benchmarking  can  act  as  an  "early  warning”  device, 
providing  data  that  can  help  an  organization  anticipate 
problems  before  they  develop.  By  anticipating  needs 
rather  than  just  reacting  to  problems,  companies  can  avoid 
organizational  disruptions  and  gain  competitive  advantage. 

BENCHMARKING  PHASES 


Benchmarking  can  be  broken  down  into  four  action  steps: 
planning,  analyzing,  integrating  and  acting.  The  planning 
phase  involves  identifying  which  human  resource 
components  the  company  wants  to  benchmark,  designing 
the  methodology  for  the  study,  and  identifying  the  "best-in¬ 
class"  companies  that  will  be  used  for  comparison. 

In  the  analysis  phase,  the  benchmarking  company  gathers 
information  about  another  company’s  performance, 
compares  its  own  performance  to  that  best-in-class 
company,  and  determines  its  own  current  performance  gap. 
The  analysis  phase  also  projects  the  future  performance 
levels  of  both  companies. 

During  the  Integration  phase,  benchmark  findings  are 
widely  communicated  to  all  shareholders  and  then 
converted  into  a  set  of  functional  goals  and  targets  for 
change.  Finally,  the  action  phase  requires  developing 
specific  programs  geared  to  meeting  and  eventually 
surpassing  the  goals.  This  phase  encompasses  a  variety 
of  activities,  from  determining  the  effects  of 
implementation  to  developing  feedback  and  continuous 
improvement  mechanisms. 

The  results  of  benchmarking  are  focused  and  easily 
translated  into  specific  actions.  However,  the  process  is 
flexible  enough  to  be  adapted  to  the  unique  needs  of  each 
organization  or  function  being  benchmarked.  Throughout 
the  process  it  is  important  to  keep  things  simple,  use  a 
carefully  planned  methodology,  develop  a  constructive 
information  sharing  network,  and  maintain  broad-based 
communication  channels.  Practitioners  advise  not  getting 
caught  up  in  just  numbers;  instead,  they  recommend 


careful  attention  to  understanding  practices.  Also, 
benchmarking  is  not  a  quick-fix  mechanism;  it  is  a  long¬ 
term  business  strategy. 

THE  PROCESS 

While  benchmarking  may  appear  sequential  on  paper,  it  is 
a  dynamic  process.  The  activities  often  occur  concurrently 
or  overlap.  In  addition,  many  elements  of  the  process  need 
to  be  adapted  to  each  company’s  unique  culture  and 
schedules. 

Plan:  Identify  the  functions  or  program  to  be 
benchmarked  and  what  methodology  will  be  used 
to  do  the  comparisons  between  the  companies. 

Careful  planning  is  essential  to  a  successful  benchmarking 
effort.  It  begins  by  identifying  what  function  or  program 
will  be  benchmarked.  For  example,  human  resources 
benchmarking  often  looks  at  training  and  development 
programs  so  companies  can  be  sure  that  their  executives 
and  employees  are  equipped  with  the  skills  and  knowledge 
to  perform  at  the  highest  levels.  At  the  outset,  it  is  also 
useful  to  define  the  purpose  and  goals  of  the 
benchmarking  initiative. 

Next,  identify  a  benchmarking  team  or  steering  committee 
that  will  do  most  of  the  work.  Usually  this  team  is  a  cross¬ 
functional  group  of  3-10  people  representing  both 
employees  and  management.  Where  a  company  is 
organized,  union  representatives  can  enhance 
communication  with  their  membership  and  encourage 
support  and  involvement  in  the  benchmarking  effort. 
Consistent  participation  is  key  to  a  successful 
benchmarking  effort,  so  the  committee  should  include 
people  with  a  strong  commitment  to  the  project. 

After  determining  which  areas  will  be  benchmarked, 
identify  the  companies  to  use  for  comparative  purposes. 
Various  sources  can  provide  information  about  companies 
such  as  conferences,  trade  publications,  annual  reports, 
industry  contacts,  and  outside  consultants.  Planning  a 
methodology  also  involves  determining  data  collection 
methods,  survey  instruments,  and  quantitative  and/or 
qualitative  measures  such  as  cycle  times  or  performance 
ratios.  The  findings  that  result  from  qualitative  analysis 
will  take  the  form  of  interview  notes  and  observations 
based  on  the  discussion  questions. 
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Ask  the  Following  Questions  Before 
Moving  On  to  the  Next  Step: 

O  What  are  your  goals  and  purpose  in  undertaking 
benchmarking?  Does  everyone  involved  understand 
the  goals? 

O  Do  you  fully  understand  your  products,  your 
employees,  your  customers,  and  your  processes  so 
that  when  you  talk  to  other  companies  you  can 
immediately  ask  the  right  guestions? 

O  Have  you  identified  and  documented  the  current  work 
processes  within  your  organization? 

O  Have  you  divided  the  practices  that  you  are 

benchmarking  into  basic  elements  to  make  it  easier  to 
compare  with  data  from  other  companies? 

O  Did  you  design  survey  questions  that  stimulate 
discussion  rather  than  simply  a  yes  or  no  answer? 

O  What  data  collection  methods  will  achieve  the  most 
useful  results  for  your  organization?  Can  your 
process  be  easily  updated  or  reassessed? 

O  What  quantitative  measures  exist?  What  new  ones 
would  be  helpful? 

O  Have  you  tested  the  methodology  that  you  chose  by 
using  it  internally  on  your  own  processes  before  using 
it  on  the  comparative  companies? 

O  Are  there  more  useful  companies  for  comparison  that 
are  not  within  the  same  industry  or  region  as  your 
own? 

O  Who  will  be  on  the  benchmarking  team?  Are  diverse 
perspectives  represented?  Can  they  make  a  long-term 
commitment  to  the  project? 

O  Has  the  benchmark  company  already  done  its  own 
surveys?  Are  the  results  available? 

Analyze:  Determine  your  current  performance 
gap  by  measuring  your  own  performance  and 
comparing  it  to  the  performance  of  the  best-in- 
class  company. 

To  collect  quantitative  data  — the  “numbers"  behind 
processes  and  programs  —  ask  specific  questions  to 
obtain  the  needed  statistics:  budget  items,  kinds  of  HR 
programs,  hours  of  training  received,  and  number  of  staff. 
To  gather  the  more  qualitative  information  —  the  how 
behind  the  processes  —  ask  questions  about  the 
organization’s  HR  priorities:  how  it  makes  resource 
allocation  decisions,  which  HR  practices  most  solidly 
contribute  to  the  organization’s  success  and  why,  and 
where  human  resources  fit  with  the  company’s  strategic 
plan. 


While  gathering  this  information,  speak  with  the  people 
closest  to  the  processes  being  examined.  Enough  data 
should  be  generated  through  this  "interviewing"  process  to 
be  able  not  only  to  measure  the  performance  gap  but  to  see 
why  it  exists  and  to  be  able  to  chart  new  processes  for 
closing  the  gap. 

During  the  analysis  phase,  it  is  helpful  to  simplify  the 
function  being  benchmarked  into  its  most  fundamental 
terms.  This  is  where  “process  mapping”  -  breaking  a 
program  down  into  its  basic  elements  -  helps  to  get  similar 
data  from  other  companies.  It  is  important  to  use  data  on 
an  “apples-to-apples"  basis  as  much  as  possible.  An 
example  of  this  could  be  differentiating  between 
management  development,  personal  development,  and 
professional  development  programs  based  on  content 
rather  than  the  specific  title  the  corporation  has  given  it 
such  as  a  “leadership  institute.” 

After  the  current  performance  levels  have  been  analyzed, 
future  performance  levels  should  be  projected  for  both 
companies  in  order  to  determine  where  to  set  the 
benchmarking  goals.  The  analysis  can  compare  valid 
results  against  one  company  at  a  time  or  to  the  aggregate 
performance  of  all  the  companies  benchmarked. 

Ask  the  Following  Questions  Before 
Moving  On  to  the  Next  Step: 

O  What  differences  between  your  company’s  and  the 
benchmark  company’s  practices  are  responsible  for 
the  performance  gap? 

O  Can  “flow  diagramming”  or  “process  mapping” 
provide  useful  information  for  conducting  this  kind  of 
analysis? 

O  Can  their  practices  be  adapted  successfully  to  fit  into 
your  organization’s  culture?  Are  there  elements  of 
their  culture  that  help  their  strategies  succeed  that  are 
not  present  in  your  own? 

O  What  modifications  of  their  practices  would  provide 
the  performance  improvement  you  need?  Are  these 
realistic  options  for  your  organization? 

Integrate:  Communicate  the  benchmark  findings 
to  all  levels  of  the  organization  in  order  to 
establish  them  as  functional  goals  to  meet  and 
surpass  the  “best-in-class.” 
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Communicate  the  benchmark  findings  to  as  many 
stakeholders  as  possible.  This  establishes  commitment 
and  a  sense  of  ownership  for  the  goals.  Also,  the  findings 
can  be  converted  into  a  statement  of  operational  principles 
to  guide  the  change  actions.  In  addition,  the  benchmarking 
team  should  regularly  use  corporate  media  channels  such 
as  newsletters  and  recognition  awards  to  encourage 
widespread  participation  in  the  benchmarking  efforts. 

Ask  the  Following  Questions  Before 
Moving  On  to  the  Next  Step: 

O  Has  the  benchmarking  team  made  full  use  of  all  the 
possible  media  channels  to  spread  information  about 
the  benchmarking  project? 

O  How  can  you  communicate  benchmark  findings  to  a 
wide  range  of  stakeholders  in  the  organization  in  order 
to  establish  broad  support  for  changes  and  prevent 
barriers  to  implementation? 

Act:  Convert  goals  into  action  plans,  determine 
implementation  effects,  and  design  feedback  and 
continuous  improvement  mechanisms. 

The  action  plans  should  address  specific  details  about  how 
the  plan  will  function  and  who  will  have  responsibility  for 
it.  Some  things  to  consider:  develop  a  step-by-step 
approach,  determine  expected  results,  predict  resource 
requirements,  create  task  definitions  complete  with  time¬ 
lines  and  measurements,  examine  training  requirements, 
and  estimate  possible  cross-functional  effects.  Specific 
actions  should  be  implemented  and  continuously 
improved  upon  as  needed. 

Finally,  benchmarks  should  be  reassessed  periodically  to 
reflect  changing  standards  or  conditions.  The 
benchmarking  team  should  ensure  that  benchmark  studies 
are  documented  so  that  they  can  be  used  during 
reassessment  periods. 

Ask  the  Following  Questions  Before 
Moving  On  to  the  Next  Step: 

O  How  might  functional  goals  change  previous  strategic 
plans  such  as  staffing,  funding  allocations,  or 
organizational  commitment? 

O  What  are  the  expected  results  for  the  action  plans? 

O  Who  will  have  overall  responsibility  for 
implementation  and  action? 

O  How  will  progress,  completion,  and  success  of  the 
plans  be  tracked  and  measured?  Will  employees  be 
part  of  this  assessment? 


O  Are  there  resource  and  training  requirements  for  any 
new  programs? 

O  How  will  progress  be  communicated  to  stakeholders? 

O  When  reassessing  benchmarking  studies,  did  you  take 
into  account  any  market  or  environmental  changes 
that  may  have  overtaken  or  invalidated  the  original 
benchmark  results? 


AVOIDING  PITFALLS 


Any  organization  considering  a  benchmarking  initiative 
should  be  aware  of  several  factors  that  could  inhibit  the 
success  of  the  process.  Often,  employees  resist 
benchmarking  because  they  view  it  as  cost-cutting.  Also, 
employees  might  not  accurately  present  performance  levels 
for  fear  of  being  penalized  for  the  current  gaps.  Everyone 
in  the  organization  must  have  a  clear  understanding  of  the 
reasons  for  the  benchmarking  initiative  and  what  the 
company  expects  to  accomplish  with  it. 

In  addition,  organizations  can  get  caught  up  in  the 
numbers  aspect  of  benchmarking.  Managers  often  prefer 
to  use  quantitative  analysis  because  it  is  easier  to  justify 
changes.  However,  this  is  not  always  effective,  especially 
when  benchmarking  human  resource  programs. 

Excessive  focus  on  numbers  sometimes  ignores  important 
issues  that  can  only  be  understood  through  an  in-depth 
analysis  of  qualitative  issues. 

Other  pitfalls  encountered  during  benchmarking  include: 
not  providing  training  for  employees  about  how  the 
process  works;  lack  of  a  formal,  organized  benchmarking 
process;  and  a  failure  to  commit  the  resources  needed  for  a 
successful  programs.  A  formal  process  incorporates 
carefully  developed  and  tested  measures  and  survey 
instruments  that  are  easy  to  use  and  adaptable  to  different 
organizations.  Management  should  be  prepared  to 
demonstrate  that  they  will  contribute  time,  money,  and 
people  to  this  initiative  and  will  act  on  the  results. 

Where  a  union  exists,  an  organization  can  benefit  greatly 
by  having  union  participation  and  representation 
throughout  the  benchmarking  process.  The  union  can  help 
address  workers’  concerns  about  changes  that  may  result 
from  the  benchmarking  initiative. 

Also,  having  the  “wrong”  people  on  a  benchmarking  team 
can  undermine  the  process  from  the  beginning.  It  is 
essential  to  include  people  who  are  able  to  work  together 
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while  adding  many  different  perspectives  and  creative 
analysis  to  the  process.  Finally,  it  is  valuable  to  have 
people  who  are  not  afraid  to  ask  “why"  (or  “why  not", 
depending  on  the  issue  at  hand)  in  order  to  get  at  the  true 
nature  of  a  particular  program  or  management  practice. 
The  idea  is  not  to  copy  everything  another  company  does, 
but  to  determine  what  activities  make  them  successful 
and  why. 

A  TOOL  FOR  CHANGE 


Several  elements  make  benchmarking  an  important  tool 

that  will  help  manage  change  within  any  organization. 

O  OBJECTIVE  PERFORMANCE  GOALS:  Equipped  with 
hard  data  about  another  company’s  performance  and 
detailed  descriptions  of  their  processes,  companies 
rely  on  quantitative  performance  measures  and  proven 
managerial  practices  to  make  changes  or  improve 
programs.  Rather  than  relying  simply  on  anecdotal 
evidence  or  “gut”  feelings,  benchmarking  removes 
subjectivity  from  decision-making  and,  in  doing  so, 
allows  for  “quantum  leap”  changes. 

O  CREATIVE  TRANSFERRAL:  Benchmarking  is  not  just 
a  rote  copying  process;  rather,  it  requires  creative 
input  at  all  levels.  Often  modifications  to  a  specific 
process  are  necessary  in  order  to  adapt  it  to  an 
organization’s  particular  culture.  The  adaptation 
process  stimulates  creative  thinking  and  innovative 
responses  to  organizational  dilemmas. 

O  CONTINUOUS  IMPROVEMENT:  The  benchmarking 
procedure  is  designed  as  an  ongoing  process.  Once 
the  process  is  institutionalized  into  the  organization’s 
planning  strategies,  it  can  and  should  be  updated  to 
reflect  current  trends  and  to  provide  increased 
flexibility. 

O  EXTERNAL  FOCUS:  Benchmarking  requires  that 
companies  keep  an  external  focus  on  leading  industry 
practices  and  provides  broader  organizational 
perspective  of  what  is  required  to  be  a  market  leader. 


HUMAN  RESOURCES 
STRATEGIES  TO 
BENCHMARK 

Training  and  development 
Effective  supervision 
Communication 
Diversity  programs 
Quality  programs 
Selection  processes 
Team  building 

Labor-management  committees 
Accession  and  staffing 
Turnover  and  absenteeism 
Performance  review 
Benefits  and  compensation 
Organizational  effectiveness 
Budgeting 

Information  systems 
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Additional  Resources 

Camp,  Robert.  Benchmarking:  The  Search  for  Industry 
Best  Practices  that  Lead  to  Superior  Performance.  Quality 
Press,  ASQC,  Milwaukee,  Wl,  1989. 

Altany,  David.  “Share  and  Share  Alike”,  Industry  Week. 
July  1 5, 1 991 .  Also  by  Altany,  “Copycats”,  Industry  Week. 
November5, 1990. 

Scovel,  Kathryn.  “Learning  from  the  Masters”,  Human 
Resource  Executive.  May  1991. 

Biesada,  Alexandre.  “Benchmarking",  Financial  World. 
September  17, 1991. 

Ulrich,  Dave,  Wayne  Brockbank,  and  Arthur  Yeung. 
"Beyond  Belief:  A  Benchmark  for  Human  Resources", 
School  of  Business,  University  of  Michigan,  Ann  Arbor, 
Michigan,  1989. 


Gerber,  Beverly.  “Benchmarking:  Measuring  Yourself 
Against  the  Best",  Training.  November,  1990. 

The  International  Benchmarking  Clearinghouse,  a  service 
of  the  American  Productivity  and  Quality  Center,  123  N. 
Postoak  Lane,  Suite  300,  Houston,  TX,  77024-7797. 

Or  call  713-685-4666  for  more  information. 


This  information  will  be  made  available  to  sensory 
impaired  individuals  upon  request.  Voice  phone  number: 
(202)  523-8130. 

TDD  message  referral  phone  number:  1-800-326-2577. 

Complaints  regarding  this  service  should  be  directed  to 
the  Directorate  of  Civil  Rights,  U.S.  Department  of  Labor, 
200  Constitution  Ave.,  NW,  Washington,  DC  20210, 
Attention:  Handicapped  Program  Coordinator. 


U.S.  Department  of  Labor 

Bureau  of  Labor-Management  Relations  and 

Cooperative  Programs 

Washington,  D.C.  20210 


Official  Business 
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